
I Dear Sir : 

We have considered your application for recognition at exemption from Pederal 
income tax under secicion 501 (c)  (41 of the Xnterna'l Revenue Code and have 

I 

i drttormined that you do mot qual i fy  for tax exanption under that sfifle4fifi - fitfir 

reasons far this conclusion and the Pacts on which i t  is based ars w.-,pLOILlrY 

below, , .  ' 1  . .. 

The purpose of your organization is to represent the Iot  owncars in Your 
d e v e l o p ~ e ~ ~ t  known as ************** , and to aakg arrangements for 
services such as snow rsnuval, aafntenance of private open spaces and 
storm~ater management areas as required by the maintenance declaration 
submitted with your application. 

The activities 00 your 0rganiZati0.n ~0a8ist of coordinating act iv i t f  es relatad 
to thc aafntenance of private open spaces, stormwater management areas and 
snow removal. . . ,  

.. ,. 
L,;; 

Your Sncoma~ is derived from ~erabership dues. 

Expenses are s h ~ m  for activities related t o  your purpases such as snow 
rgmoaal and drainage basin maintenance, 

I 
, , 

Section 501(& 14) of the Code provic as for the rscogndtion of c$vdc Ieaguttg, 
1.. 

social wePf are..arganizati&s, or other organi~ations, .nbt organized far , . . :,:. 
, . grof.it, but ~perat~@,..ex<Jusi~.sly far:, .the yroicltion -0% social.. wdlf ark. . ' ,> ... I;,.'.' . .;,, ,. , A  ,,,;+$# : .{ '1, i$,$:$>.: ., ; : ,.- ..,.. ,- , .<:. t' 

,: . , 

Section 1.501 1c) (4 )  -1 {a) (2)  (i) of the Federal Income Tax degul&icns provides , , '  

that an organization is operated exclusively for the proaotion of ~ o c l a l  
welfare i f  i t  is primarily engaged in promoting in some ?ray the zomnon good 

. .. 
civic bet terwent and social iirtprovements . ' ' .+<t,a:c, k . ;;<, 

:. ,I, 

In C ~ ~ s s f o n e r  rr. Lake Forest, Inc., 305 F. 2d 814 (19621, the Cf 
that an organization was not orgar~ized exclusively for the grc~stbon 69 social 
welfare when its at!tfvitfes partake largely af the nature of an economic and 
private cooperative undertaking. The Court also stated that an organization 
seeking tax sxe~ption under section 501 (c)  ( 4 )  must 
teras of the statute yrantihg exemption to claia the benefit i t  affords. 



reeinbers and any benefits to  the couauaitg are not sufficient to  #ttret the 
rsqui~emsnt 6P the regulatiens that the organization be operated primarily for 
the cowon good and general welfars of the people of  the caamunit.y, The 
oz~anlzation hereis is a p r i ~ a i e  cwperative cntsrprfse fgr the eeoamic 
benefit or coavenSgnce of i t n  nesbers. 

use of residents is exempt under 501 1c) (4 ) .  Ha@hrshdp is r~quired of a1 l 
owners of real pr~gcrtg in the devslopraent and asaess~ents are levied t o  
support She- arjanf zat:isos a o t l ~ i  kiss. f t wag held that by maietaining the 
property noratally maintained by a mauuicipal governsent, the organization 
serve6 the common goad and general welfare of the camnunity, 

mf k ruJinq reads ~ d '  part: "A com~unity within the peanhg of sectioi? 
501 (ct',t4! and the regulations is bat sdrsplp ran aggregation, a i  hoeaomsrs bound 
tcgether $n R atructutal unit foras8 as an integral part of a plan for the .- 
d,~velop$ent Q,P 8.. real, estate divdadbn and tbe sale of homes therein. Although 
an.,. exact delingartion of the. boundaries of a c f c ~ u n l t y n  conts&plstad by 

$01 fdj  (4) I s  hot gbssfblk', tba: aa <uecld in that section has 

Rstrerkrme. Hvliag 80-63 p u b l i e h d  in ~ u ~ u l a t i v e  BulPetin 1980-1, on page 116, 
brings out tho pa int  that a honeowners' association that does not ceprssefit a 
cbnaunity cannot restrict tbe use of its fac i l i t ies  and areas and be tax 
exempt under saction 501 ( c ?  (4 )  . 



I as roadwaq~ and parklands, sidewalks and street l iaht* .  access t o  or for tho 

Examples of comon areas are roads, aibswalks, street l ighta  and park land^. 
You rastxict the use & your cowion areas to your members who swtl or rent rats 
Jtt the da~elopment. Access t~ or the use and enjoment of the CeMrnon areas is 
not extecded t~ the general public. Your coEmna areas are for the private use 
o f  the mscbesn of your organization. 

Based on the infornation sub~itted, we have determined that vour arasnization 

the common good and general veltare of the peopl2 of the community. 

One of the purposes of R600nue Ruling 74-98 is t o  preciude recognitiolt of 
exempt ion of honeosncrs ' asssciatisn~ that serve grlrate rather than publ ic  
interasts. Ycur seroic. rs do not benefit a camnunity hecause thay are limitad 
t o  the ractnbers of your hcusing development. E e ~ @ n u b  Ruling ?2-102, published 
in Cureulsatdve Bulletin 1972-1, on paqe 149, states that a acaprofit 
o t g a ~ i z a t i a n  formed t o  preserve the appearance of a hausing Aeoelopment and t o  
maintain streets, sidewalks and camon areas for us& of residents is exe~pt 
under 5Ol(c) (4). &embership i s  required of, a11 oulrtsret of resP property i n  the 
dovelopaeut md asssssaaeats are levied ta  3uppQrt the organization4 ' 
sctfvitiss . It was held that  by maiota3.niag the proper tp  neraallp mainzaiaad 
by a mnicipal goverst~ant, the orgnuization sslr~ed the eomon good and gcsasrnl 
welfare of the com~unity. 

, TP: f rs ' hAX& t h i t  tbe. direct: .tcanoinf c knePi.t ,ir&' y ~ u f ' ' ' ~ c t . i v i t  iesf is.#) f.or tZia 
benefit of your &embers as individuals and not for  tbe direct, benefit of the 
coamunity a9 a vhole, Accordingly, you ass not prlnarily e~gadsd i n  promoting 
the comon goad aad g ~ n e x a l  welfare of the psogle of the comwnity. 

Therefore, tm bave coi~cluded t h a t  y ~ u  do not  qualify f o r  exemption from 
Federal i ~ ~ c o ~ e  tax as an ~rganizat ion described in section 501 (51 (41 of the 
Internal Revepv,e Code. In accordanscot ' ~ i  t b  this daterrainat ion,  you are 
requirsd to f i l e  Federal income tax returns on Fom 1120. 



. , 

Enclosure: Publication 892 


